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We affirm that:

We are certified public accountants licensed to practice in Michigan.

We further affirm the following material, “no” responses have besn disclosed in the financial statements, including the notes, or in the
Management Letter (report of comments and recommendations).
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Check each applicable box below. (See instructions for further detail.)

All required component units/fundsfagencies of the local unit are included in the financial statements and/or disclosed in the
reporting entity notes to the financial statements as necessary.

There are no accumulated deficits in one or more of this unit's unreserved fund balances/unrestricted net assets
(P.A. 275 of 1980) or the local unit has not exceeded its budget for expenditures.

The local unit is in compliance with the Uniform Chart of Accounts issued by the Department of Treasury.
The local unit has adopted a budget for all required funds.

A public hearing on the budget was held in accordance with State statute.

The local unit has not violated the Municipal Finance Act, an order issued under the Emergency Municipal Loan Act, or
other guidance as issued by the Local Audit and Finance Division.

The local unit has not been delinquent in distributing tax revenues that were collected for another taxing unit.
The local unit only holds depositsf/investments that comply with statutory requirements.

The local unit has no illegal or unauthorized expenditures that came to our attention as defined in the Bulfetin for
Audits of Local Units of Government in Michigan, as revised (see Appendix H of Bulletin),

There are no indications of defalcation, fraud or embezzlement, which came to our attention during the course of our audit
that have not been previously communicated to the Local Audit and Finance Division (LAFD), If there is such activity that has
not been communicated, please submit a separate report under separate cover,

The local unitis free of repeated comments from previous years,
The audit opinion is UNQUALIFIED.

The local unit has complied with GASB 34 or GASB 34 as modified by MCGAA Statement #7 and other generally
accepted accounting principles (GAAP),

The board or council approves all invoices prior to payment as required by charter or statute.

To our knowledge, bank reconciliations that were reviewed were performed timely.

If a local unit of government (authorities and commissions included) is operating within the boundaries of the audited entity and is not
included in this or any other audit report, nor do they obtain a stand-alone audit, please enclose the name(s), address(es), and a
description(s) of the autherity andfor commission.

I, the undersigned, certify that this statement is complete and accuratg in all respects.
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CERTIFIED PUBLIC ACCOUNTANTS & CONSULTANTS

June 1, 2006

To the Township Board
Township of Markey, Roscommon County

We have audited the financial statements of Markey Township for the year ended March 31,
2006, and have issued our report thereon dated June 1, 2006. Professional standards require
that we provide you with the following information related to our audit.

Our Responsibility under U.S. Generally Accepted Auditing Standards

As stated in our engagement letter dated March 1, 20086, our responsibility, as described by
professional standards, is to plan and perform our audit to obtain reasonable, but not absolute,
assurance that the financial statements are free of material misstatement and are fairly
presented in accordance with U.S. generally accepted accounting principles. Because an audit
is designed to provide reasonable, but not absolute, assurance and because we did not perform
a detailed examination of all transactions, there is a risk that material misstatements may exist
and not be detected by us.

As part of our audit, we considered the internal control of Markey Township. Such
considerations were solely for the purpose of determining our audit procedures and not to
provide any assurance concerning such internal control.

Significant Accounting Policies

Management has the responsibility for selection and use of appropriate accounting policies. In
accordance with the terms of our engagement letter, we will advise management about the
appropriateness of accounting poiicies and their application. The significant accounting policies
used by Markey Township are described in the notes to the financial statements.

We noted no transactions entered into by the Township during the year that were both
significant and unusual, and of which, under professional standards, we are required to inform
you, or transactions for which there is a lack of authoritative guidance or consensus.

Accounting Estimates

Accounting estimates are an integral part of the financial statements prepared by management
and are based on management's knowledge and experience about past and current events and
assumptions about future events. Certain accounting estimates are particularly sensitive
because of their significance to the financial statements and because of the possibility that
future events affecting them may differ significantly from those expected.

PO.BOX 962 + GAYLORD, MICHIGAN 49734
PHONE (98%) 732.7515 - FAX (989) 732.77%0



Audit Adjustments

For purposes of this letter, professional standards define an audit adjustment as a proposed
correction of the financial statements that, in our judgment, may not have been detected except
through our auditing procedures. The following attached pages summarize the adjustments that
were proposed to management and made to the audited financial statements.

Disagreements with Management

For purposes of this letter, professional standards define a disagreement with management as a
matter, whether or not resolved to our satisfaction, concerning a financial accounting, reporting,
or auditing matter that could be significant to the financial statements or the auditor's report. We
are pleased to report that no such disagreements arose during the course of our audit.

Consultations with Other independent Accountants

In some cases, management may decide to consuit with other accountants about auditing and
accounting matters, similar to obtaining a “second opinion” on certain situations. If a
consultation involves application of an accounting principle to the Township's financial
statements or a determination of the type of auditor's opinion that may be expressed on those
statements, our professional standards require the consulting accountant to check with us to
determine that the consultant has all the relevant facts. To our knowledge, there were no such
consultations with other accountants.

Difficulties Encountered in Performing the Audit

The financial records of Markey Township were well organized and we are happy to report that
there were no difficulties in performing the audit.

Comments and Recommendations

In planning and performing our audit of the financial statements of Markey Township, we
considered the Township’s internal control structure to determine our auditing procedures for
the purpose of expressing an opinion on the financial statements and not to provide assurance
on the internal control structure.

During our audit procedures, we became aware of certain matters that represent opportunities
for strengthening internal controls and operating efficiency. The following comments and
recommendations should be implemented to the extent possible in order to strengthen internal
controls and operating efficiency.

* Currently, the Township Treasurer is properly reconciling the bank accounts on a monthly
basis; however, nobody is reviewing those reconciliations. Even with the controls built-into
the segregation of duties between the Treasurer and Clerk, there remains an opportunity
for the Township Treasurer to misappropriate Township funds and conceal the
improprieties by manipulating the bank reconciliation. We recommend that another
member of the Board review the Treasurer’s bank reconciliations on a monthly basis.



» The Township has appropriately established a credit card policy, but no credit limit was
included in the policy. Without having a credit limit established within the Township’s
policy, the opportunity exists for a Township employee to raise the credit limit and misuse
the Township’s credit card above and beyond a level as originally intended by the
Township. We recommend that the credit card policy be amended to include a maximum
credit limit allowed on the Township credit cards and that the credit card companies be
notified of the limit and directed to not increase credit limits beyond the Township's
specified limit.

» During the implementation of GASB 34 in the year beginning April 1, 2003, a capitalization
policy should have been adopted that stated the threshold amount of purchases that would
be capitalized by the Township, along with the estimated useful lives of the Township’s
assets. During this current audit, we discovered that no formal capitalization policy was
ever established; although a $1,500 capitalization threshold and estimated lives were
informally established by management. We recommend that the Township Board
formally adopt a capitalization policy outlining both the capitalization threshold and
estimated useful lives of assets. We have provided an example of a capitalization policy to
the Township Clerk.

We hope that you find the above comments and recommendations useful. We are available to
discuss these items in further detail with you at your convenience.

This information is intended solely for the information of the Township Board and management
and is not intended to be and should not be used by anyone other than these specified parties.

Very truly yours,

fod A MB § fpmdl P

Keskine, Cock, Miller & Alexander LLP
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INDEPENDENT AUDITOR’S REPORT

June 1, 2006

- To rthé-'.l'ownship Board
. Markey Township .
‘Roscommoen County, Michigan.

We have audited the accompanying financial statements of the governmentai activities, the:
business-type activities, and each major fund of the Township of Markey, as of and for the year .
ended March 31 , 2006, which collectively comprise the Township’s basic financial statements

- as listed in the table of contents. These financial statements are the responsibility.of the
Township's management. Our respensibility is to express an opinion on these financial
statements based on cur audit. - ' L

-We conducted our audit in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform. the audit to obtain '
reasonable assurance ahout whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit includes assessing the accounting

- principles used and significant estimates made. by management, as well aS”evaIu-a.ting the
overall financial statement presentation. We believe that our audit- provides a reasonable basis -
for our opinions. : - ' e |

In our opinion, the financial statements referred to in the ﬁi’s‘tparagraph_ present fairly, in all
material respects, the financial position of the governmental activities, the business-type
-activities, and-the.major fund activity of the Township of Markey as of March 31, 2006, and the
respective changes in financial position thereof and.for the yearthen ended in conformity with -
accounting principies generally accepted in the United States of America, i o

The management's discussion and analysis on pages. 2-4 and budgetary comparison
information on pages 23-28 are not a. required part of the basic financial statements but are
supplementary information required by acceunting principles generally accepted in the United
States of America. We have applied certain limited procedures, which consisted principaily of
inquiries of management regarding the methods of measurement and presentation of the'
su'ppllementary information. However, we 4id net audit the information and express no opinion
on it. ‘ ' R )

Z 8 dﬁ%qm Ll

KESKINE, COOK, MILLER & ALEXANDER, LLP

PO BOX 962 GAYT‘(IERD. MICHTGAN 49734



MARKEY TOWNSHIP

Township Offices Sanitary Drain Office

4974 E. Houghten Lake Dr,
Houghton Lake, Michigan 48629

MANAGEMENT’S DISCUSSION & ANALYSIS
YEAR ENDED MARCH 31, 2006

This secticn of Markey Township's annual financial réport presents our discussion and anaiysis
of the Township’s financial performance during the fiscal year ended March 31, 2006.
Please read it in conjunction with the financial statements, which immediately follow this section.

FINANCIAL HIGHLIGHTS

Assets at March 31, 2006 totaled approximately $2,170,000 for governmental activities andg
$6,290,000 for business-type activities. Of these totals, approximately $650,000 and
$5,000C,000, respectively, represent capitai assets net of depreciation.

Revenues derived from governmental activities were approximately $1 .100,000 ($175,00C from
program revenues and $825 000C from general revenues). Overall expenses for the Township’s
governmental activities approximated $309,000.

Revenues derived from business-type activities totaled approximately $376,000 ($340,000 from
user charges and $36,000 from generat revenues). Expenditures were approximately
$289,C00.

The Township has no outstanding debt. The Township purchased approximately $18,000 in
capital assets. Capital asset activity is addressed further in a subsequent section of this letter.

OVERVIEW OF THE FINANCIAL STATEM ENTS

This annual report consists of three parts: management's discussion and analysis, the basic
financial statements, and required supplementary information. The basic financial statements
include two different kinds of statements that present different views of the Township.

The first two statements are government-wide financial statements and provide both long and
short-term infarmation about our overall financial status. These statements present
governmental activities and business type activities.

The remaining statements are fund financial staternents, which focus on individuai parts of the
Township in more detail.

The notes to the financial statements explain some of the information in the statements and
provide more detailed data.

Required supplementary information further explains and supports the financial statement
information with budgetary comparisans.



GOVERNMENT-WIDE FINANGCIAL STATEMENTS

The government-wice statements report information about the Township as a whole using
acceunting methods used by private cempanies. The statement of net assets inciudes all ¢f the
Township’s assets and liabilities. The statement of activities records all of the current year
revenues and expenses regardiess of when received or paid. '

The twe government-wide statements report net assets and how they have changed. Net
assets are the difference between the Toy Nsnip’s assets and liabilities. This is one methad to
measure our financial heaith or pesition.

Cver time, increases or decreases in the Township's net assets are an indicator of whether
financial pesition is improving or deteriorating.

Tao assess overall health of the Township, you may also have to consider additional facters such
as tax base changes, facility conditions, and personnel changes.

Most of the activities of the Township are reperted as governmental activities. These would
include the operations recorded in the General, Fire/Ambulance, Road and Trash Funds.
Sewer utility activities are treated as business-type activities where the revenues of the activity
are designed to pay for the operaticns of the activity.

FUND FINANCIAL STATEMENTS

The fund financial statements provide more detailed information about the Township’s funds,
focusing on significant (majer) funds, not the Township as a whole. Funds are used to account
for specific activities or funding sources. Some funds are reguired by law or bond covenants.
The Township board also may create them. Funds are established to account for funding and
spending of specific financial resources and to show proper expenditure of those resources.

The Township has the following types of funds:

Governmental Funds: Most of the Tewnship's activities are included in the
governmental fund category. These funds are presented on the modified accrual basis,
which is designed to show short-term financial information. Yau will note that the
differences between the Township’s government-wide statements and the fund
statements are disclosed in reconciling statements to expiain the differences between
them.

Enterprise Funds: These funds represent activities in the government which are
basically treated like private sector companies. These funds are designed to have
revenues earned adequate to pay for the operations of the activity. These funds are
presented on a full accrual method and will show no difference between the Township's
government-wide statements and fund statements presentation.

Fiduciary Funds: The Township acts as a trustee and is responsibie for insuring that
the assets of these activities are collected and disbursed to the respective entities to
which the funds belong. These activities do not appear In the Toewnship’s government-
wide financial statements since the assets do not belong to the Township. The
Township maintains a Tax Collection Fund in this category.

3



FINANCIAL ANALYSIS OF THE TOWNSHIP AS A WHOLE

Net Assets: The Township’'s net assets — governmental activities increase approximately
$182,000 during the year to total $2,138,140. Net assets for business type activities increased
$87,000 to total $6,267,021. '

Governmental Activities: The increase in net assets for governmental activities is due to an
increase in property tax revenue and an increase in ambulance user charges.

Business Type Activities: The increase in net assets for business-type activities can be
attributed to a slight increase in user charges.

FINANCIAL ANALYSIS OF THE TOWNSHIP'S FUNDS

General Fund - This fund is used to record all activities of the Township not required to be
recorded in a separate fund. The major source of revenue for the general fund is from the
Township tax base and revenue sharing from the State of Michigan. The major expenses for
this fiscal year include the general operating activities of the Township.

Fire/Ambulance Fund — This fund is used to account for the property tax collections for
fire/ambulance services and charges to patients for ambulance runs. The main expenditure of
this fund is the wages and fringes for fire/ambulance personnel.

Road Fund - This fund is used to account for financial transactions related to the repair and
maintenance of the Township’s roads. Revenues consist mainly of property taxes.

Trash Collection Fund - This fund is used to account for all financial transactions related to
the Trash Collection service provided by the Township. Revenues are derived from property
tax assessments.

CAPITAL ASSET ACTIVITY

Capital Assets:

Additions to Township assets for this year includes a new conference table and: new carpeting
for the Township Hall, totaling approximately $3,100, land improvements for a soccer field
totaling $3,000, road improvements at the cemetery totaling $6,500 and a new lawn tractor,
totaling approximately, $5,700.

CONTACTING TOWNSHP MANAGEMENT

This financial repart is designed to provide our taxpayers, creditors, investors and customers
with a general overview of the Township’s finances and to demonstrate the Township’s
accountability for the revenues it receives. If you have any questions concemning this report,
please contact Mr. Carl Geiger, Supervisor, at 4974 E. Houghton Lake Drive, Houghton Lake,
MI 48629, or by calling (989)366-9614.

(ot 22 o

Mr. Carl Geiger, Township Supervisor




TOWNSHIP OF MARKEY
STATEMENT OF NET ASSETS
MARCH 31, 2006

Governmental Business-type
Activities Activities Total
. Assets
Cash and cash equivalents 3 1,344,351 % 1,104,192 § 2,448,543
Receivables 80,950 198,403 279,353
Capital assets:
Nondepreciable capital assets 83,963 - 93,963
Depreciable capital assets - net 650,625 4,985,177 5,635,802
Tctal Assets 2,169,889 6,287,772 8,457,661
Liabilities
Accounts payable 31,748 20,751 52,499
Net Assets
Invested in capital assets 744,588 4,885,177 5,729,765
Restricted - Fire protection 581,534 - 581,534
Restricted - Road imprevements 162,962 - 162,962
Restricted - Garbage ccilection 180,865 - 190,865
Restricted - Sewer utilities - 1,281,844 1,281,844
Unrestricted 458,191 - 458,191
Total net assets 3 2,138,141 % 6,267,021 3 8,405,162

See accompanying notes to financial statements.
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Assets
Cash and casn
equivaients
Receivables

Total assets
Liabilities and Fund
Balance

Liabilities
Accounts payable
Fund balances
Undesignated

Tatal liabilities and
fund balances

TOWNSHIP OF MARKEY

BALANCE SHEET

GCVERNMENTAL FUNDCS
MARCH 31, 2006

Fire/
Ganerai Ambulance Road Trash Total

446,926 § 555765 $ 153,818 $ 187,842 1,344,351
11,489 45,790 9,144 14,527 80,850
458415 § 601,555 § 162,962 & 202,369 1,425,301
224 $ 20,021 § - 3 11,504 31,749
458,191 581,534 162,962 190,865 1,393,552
458415 3 601555 § 1 62,862 § 202369 1,425,301

See accompanying notes to financial statements.
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TOWNSHIP OF MARKEY
RECONCILIAT]ON OF THE GOVERNMENTAL FUND'S BALANCE SHEET
TO THE STATEMENT OF NET ASSETS
MARCH 31, 2006

Total fund balance - Governmentai funds (per balance sheet - page 7) 5 1,383,552

Amounts reported for governmental activities in the Statement of Net
Assets (page 5) are different because:

Capital assets used in governmentat activities are not financial
resources and therefore are not used in the funds 744 588

Total net assets - Governmental activities (per Statement of Net

Assets - page 5) $ 2,138,140

See accompanying notes to financial statements.



TOWNSHIP OF MARKEY
STATEMENT OF REVENUE, EXPENDITURES, AND CHANGES IN FUND BALANCE
GOVERNMENTAL FUNDS
YEAR ENDED MARCH 31, 2006

Fire/
General Ambuiance Road Trash Total
Revenues:
Property tax revenue 118,777 § 318,843 $ 106,093 § 14580C $ 689,513
State shared revenue 173,348 - - - 173,348
Licenses and permits 54,546 - - - 54,546
Charges for services 26,031 84,563 - - 12G,584
Interest 15,875 10,347 2,745 4,093 33,080
Other 18,871 762 - - 19,633
Total revenues 407,448 424,515 108,838 149,893 1,090,694
Expenditures:

General government 308,350 - - - 308,350
Fublic safety - 266,470 - - 266,470
Health and welfare - - - 140,760 140,760
Public works 66,289 - 92,106 - 158,395
Total expenditures 374,639 266,470 92,106 140,780 873,975

Excess (deficiency) of revenue
over expenditures 32,809 158,045 16,732 9,133 216,719

Fund Baiance - Beginning of

Year 425,382 423,489 146,230 181,732 1,176,833

Fund Balance - End of Year 3 438,191 § 581,534 $ 162,962 § 190,865 § 1,393,852

See accompanying notes to financial statements.



TOWNSHIP OF MARKEY

RECONCILIATION OF THE STATEMENT OF REVENUE, EXPENDI.TURES, AND

CHANGES iN FUND BALANCE OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF ACTIVITIES
) MARCH 31, 2006

Net change in fund balancges - Governmental activities (page 9) 3

Amounts reported for gavernmental activities in the Statement of
Activities are different because:;

Depreciation expense is recorded in the government-wide
statements but not in the fund financial statements

Governmental funds report capital outlay as expenditures;
in the staternent of activities, these costs are allocated
over their estimated useful lives as depreciation

216,719

(53,365)

18,346

Change in net assets of governmental activities (per Statement of
Activities - page 6) 3

181,700

See accompanying naotes to financial statements.
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TOWNSHIP OF MARKEY
STATEMENT OF NET ASSETS

SEWER FUND
MARCH 31, 2006

Assets
Cash and cash equivalents
Receivables
Lepreciable capitai assets - net

Total assets

Liabilities
Accounts payable

Fund net assets
Invested in capital assets
Unrestricted

Total net assets

See accompanying notes to financiat statements.
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1,104,182
198,403
4,985177

6,287,772

20,751

4,885,177
1,281,844

6,267,021




TOWNSHIP OF MARKEY
STATEMENT OF REVENUE, EXPENSES, AND CHANGES IN NET ASSETS
SEWER FUND
YEAR ENDED MARCH 31, 2006

Operating revenues

Usage fees $ 280,843
Other charges 89,285

Total cperating revenue 340,128

Operating expenses

General and administrative costs 162,003
Repairs and- maintenance 16,758
Depreciation 108,801

Total operating expenses 288,562
Operating income 51,566
Nonoperating revenue - interest ) 35,907
Change in net assets 87,473
Net assets - Beginning of Year 6,179,548
Net assets - End of Year 3 6,267,021

See accompanying notes to financial statements.
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TOWNSHIP OF MARKEY
STATEMENT QF CASH FLOWS
SEWER FUND
YEAR ENDED MARCH 31, 2006

Cash flows from operating activities:

Cash received from customers 3 243,156

Cash payments to suppliers and contractors for geads and services (128,490}

Cash payments to employees (29,478)
Net cash provided by operating activities 85,188

Cash flows from non-capital financing activities:
Receipts from special assessments 15,395

Cash flows from investing activities:

Investment income 35,931
Net increase in cash and cash equivalents 136,514
Cash and cash equivalents at beginning of year 967,678
Cash and cash equivalents at end of year $1,104,192.00

Reconciliation of operating income to net cash provided by
operating activities:
Operating income 3 51,566
Adjustments to reconcile operating loss to net cash used by
operating activities:

Depreciation expense 109,801
Increase in accounts receivable (76,179)
Net cash provided by operating activities 3 85,188

See accompanying notes to financial statements.
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TOWNSHIP OF MARKEY
STATEMENT OF ASSETS AND LIABILITIES
FIDUCIARY FUND
MARCH 31, 2006

Assets
Cash and cash equivalents

Liabilities
Due to other governments

1,247

See accompanying notes ta financial statements.
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NOTE A:

NOTE B:

TOWNSHIP OF MARKEY
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED MARCH 31, 2006

ENTITY

The Township of Markey is a general law township of the State of Michigan
organized in 1879, Iccated in Roscommon County, Michigan. It operates under an
elected board and provides sarvices to its residents in many areas including public
safety, community enrichment, and human services. The criteria for determining the
various governmental organizations to be included in the reporting entity’s financial
statements include oversight responsibility, scope of public service and special
financing relationships. On this basis, the financial statements include all of the
governmental functions of Markey Township.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

INTRODUCTION

The accounting and reporting framework and the more significant accounting
principles and practices of Markey Township are discussed in subsequent sections of
this Note. The remainder of the Notes is organized to provide explanations including
required disclosures of the Township’s financial activities.

The accounting policies of Markey Township conform to the generally accepted
accounting principles as applicable to governments. The following is a summary of
the more significant policies.

GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENT PRESENTATION

Government-Wide Financial Statements

The government-wide financial staternents inciude the statement of net assets and
the statement of activities. These statements report financiai information for the
Township as a whole, excluding fiduciary activities such as tax collection activities.
Individual funds are not displayed but the statements distinguish between
governmental activities, generally supported by taxes and Township generai
revenues, from business-type activities, generally financed in whole or in part with
fees charged to external customers.

The statement of activities reports the expenses of a given function offset by program
revenues directly connected with functional programs. A function is an assembly of
similar activities and may include portions of a fund or surnmarize more than one fund
to capture the expenses and program revenues associated with a distinct functionai
activity. Program revenues include: (1) charges for services which report fees, fines
and forfeitures, and other charges to users of the Township’s services; (2) operating
grants and contributions which finance annual operating activities including restricted
investment income; and (3) capital grants and contributions which fund the
acquisition, construction, or rehabilitation of capital assets and include fees to
developers. These revenues are subject to externally imposed restrictions to these
program uses. Taxes and other revenue sources not included with pragram
revenues are reported as general revenues.
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TOWNSHIP OF MARKEY
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED MARCH 31, 2006

NQTE B: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENT PRESENTATION
(CONTINUED)

Fund Financial Statements

Fund financiai statements are provided for governmental, enterprise, and fiduciary
funds. Major individuai gcvemmental and enterprise funds are reported in separate
columins with composite columins for non-major funds.

The measurement focus and basis cf accounting for the government-wide and fund
financial statements are described in a subsequent section of this note.

FUND TYPES AND MAJOR FUNDS
Governmentai Funds
The Township reports the following major govemmental funds:

General Fund - This fund is used to account for all financial transactions except those
required to be accounted for in another fund. The fund includes the generai
operating expenditures of the local unit. Revenues are derived primarily from
property taxes, state and federal distributions, grants and other intergovernmental
revenues.

Fire/Ambufance Fund — This fund is used to account for all financial activity related to
the Township’s fire and ambulance services. The main source of revenue is derived
from property taxes and ambulance fees. :

Road Fund - This fund is used to account for the financial activity related to the repair
and maintenance of Township roads. Revenues are derived primarily from property
taxes.

Trash Fund — This fund is used to account for the Township’s trash pick-up services.
Revenues are derived from property tax assessments.

Enterprise Funds

Enterprise funds report operations that provide services which are financed primarily
by user charges, or activities where periodic measurement of net income is
appropriate for capital maintenance, public policy, management control, or other
purposes, '

The Township records the following major enterprise fund:

Sewer — This fund is used to account for the Township’s sewer utility services.
Revenues are derived from user charges.
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NOTE B: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENT PRESENTATION
{CONTINUED)

FUND TYPES AND MAJOR FUNDS (CONTINUED)

Fiduciary Funds

These funds are used to account for assets held by the Township as an agent for
individuals, private organizations, other governments, and/or other funds. Agency
funds are custodial in nature {assets equal liabiiities) and do not involve

measurement of results of operations. The Township maintains a tax collection fund
in this category.

The Township has no non-major funds.
MEASUREMENT FOCUS AND BASIS OF ACCOUNTING

The financial statements of the Township are prepared in accordance with generally
accepted accounting principles (GAAR). The Township applies all relevant
Governmentat Accounting Standards Board (GASB) pronouncements and applicable
Financial Accounting Standards Board (FASB) pronouncements and Accounting
Principles Board (APB) opinions issued on or before November 30, 1989, uniess they
conflict with GASB pronouncements. The Township does not apply FASB
pronouncements or APB opinions issued after November 30, 1989.

The government-wide statements report using the economic resources measurement
focus and the accrual basis of accounting generally including the reclassification or
elimination of internal activity (between or within funds). However, intemal
eliminations do not include utility services provided to Township departments.
Enterprise and Fiduciary fund financial statements aiso report using this same focus
and basis of accounting although intemal activity is not eliminated in these
statements. Revenues are recorded when eamed and expenses are recorded when
a liability is incurred, regardless of the timing of related cash flows. Property tax
revenues are recognized in the year for which they are levied while grants are
recognized when grantor eiigibility requirements are met.

Governmental Fund Financial Statements

Governmental fund financial statements report using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are
recognized when they are both measurabie and available.
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NOTE B: SUMMARY OF SIGNIFICAN ACCQUNTING POLICIES (CONTINUED)

MEASUREMENT FOCUS AND BASIS OF ACCOUNTING (CONTINUED)
Governmental Fund Financial Statements (Continued)

Availabie means collectible within the current period or scon enough thereafter to pay
current liabiiities. The Township considers revenues to be avaiiable if they are
collected within 60 days of the end of the fiscal year. Expenditures are recorded
when the related fund liahility is incurred, excert for general sbligation bond principal
and interest which are reported as expenditures in the year due.

Majcr revenue sources susceptibie to accrual include: saies and use taxes, property
taxes, franchise taxes (fees), intergovernmental revenues, and investment income.
In general, other revenues are recognized when cash is received.

Procerty Taxes
The property tax calendar is as follows:

Levy Dates July 1, 2005 (summer collection)
December 1, 2005  (winter collection)
Due Dates September 15, 2005 (summer collection)

February 15, 2006  (winter collection)

The real property tax roils were turned over to the County of Roscommon on March
1, 2006. Collection of personal property taxes remains the responsibiiity of the
Township. Amounts collected after the due date is assessed interest and/or penalty
provisions. A county revoiving fund normally pays the baiance of the Township's real
property tax levy by May 31. The entire Township levy is recorded as revenue in the
current year.

The tax rates for the year ended March 31, 2006, were as follows:

PURPOSE RATE/ASSESSED VALUATION
General 1.0926 mills per $1,000
Fire/Ambulance 3.0000 miils per $1,000
Road 0.8755 mills per $1,000

BUDGET
Public Act 621 of 1978 as amended provides that a local unit shall not incur

expenditures in excess of the amount appropriated. The Township overspent its
budget in the Trash Fund in the amount of $3,110.
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NOTE B: SUMMARY QOF SIGNIFICANT ACCOUNTING POLICIES {CONTINUED)

MEASUREMENT FOCUS AND BASIS OF ACCOUNTING (CONTINUED)
BUDGET (CONTINUED)

The approved budgets of the Township for budgetary funds were adopted on a fund
level using the medified accrual basis. Budgets ars normally formuiated during
February and March and a budget hearing is heid in March. The board adopts the
budget prior to April 1. Amendments are made when deemed necessary. Budgets
are not required for enterprise and fiduciary funds.

CAPITAL ASSETS AND DEPRECIATION

The Township's property, piant, and equipment, with usefui lives of more than one
year are stated at historical cost and comprehensively reported in the govermment-
wide financial statements. Donated assets are stated at fair value on the date
donated. The Township generaily capitalizes assets with historical cost of $1,500 or
more as purchase and constructicn outlays occur. The costs of normal maintenance
and repairs that do not add to the asset value or matenally extend useful lives are not
capitaiized. Capital assets are depreciated using the straight-line method. When
capital assets are disposed, the cost and applicable accumulated depreciation are
removed from the respective accounts and the resuiting gain or loss is recorded in
operations.

Estimated useful lives, in years, for depreciable assets are as follows:

Computers and peripherais 1 -3 years
Office furniture 5 - 20 years
Township vehicles 4 —7 years
Buildings and improvements 25 — 40 years
Land improvements 10 - 20 years
Machinery and equipment 5~ 10 years
Fire Trucks and Ambulances 20 years

Fire and Ambulance equipment and peripherals 25 — 30 years

Land and construction in progress are not depreciated.

For information describing capital assets, see Note E.

USE OF ESTIMATES

The financial statements have been prepared in conformity with generally accepted
accounting principles as applicabie to govemments and, as much, include amounts

based on informed estimates and judgements of management with consideration
given to materiality. Actual results could differ from those estimates.
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NOTE C: CASH AND INVESTMENTS

Michigan Compiled Laws Section 12$.91 (FPublic Act 20 of 1943, as amended)
authorizes local governmental units to make deposits and invest in the accounts of
federally insured banks, credit unions, and savings and loan associations that have
offices in Michigan. The local unit is allowed to invest in bonds, securities, and cther
direct obiigations of the United States or any agency or instrumentality of the United
States; repurchase agreements; commercial paper rated within the two highest
classifications, which matures not more than 270 days after the date of purchase;
obligations of the State of Michigan cr its political subdivisions, which are rated as
Investment grade; and mutual funds and investment poals composed of investment
vehicles that are legal for direct investment by local units of government in Michigan:.

The Township has designated four banks for the deposit of its funds. The
Investment policy adopted by the Board in accordance with Public Act 196 of 1997
has authorized investment in bonds and securities of the United States govemment
and bank accounts and CDs.

Markey Township’s deposits and investment policies are in accordance with statutory
authority.

As of March 31, 2008, the deposits and investments were reported in the basic
financial statements in the following categories:

Governmental activities $1,344 351
Business-type activities 1,104,162
Fiduciary funds 1,247
$2.449.790

The Township’s cash and investments consist entirely of bank deposits as follows:
Bank deposits — checking and savings accounts $1,663,871
Certificates of deposit __ 785819
Total $2.449.790

Deposits

The bank balance of the Township’s deposits is $2,480,283 of which $400.000 is
covered by federal depository insurance. The remainder was uninsured and
uncallateraiized. The Township believes that due to the dollar amounts of cash
deposits and the limits of FDIC insurance, it is impractical to insure ali deposits. As
a result, the Township evaluates each financial institution with which it deposits
Township funds and assesses the level of risk of each institution: only those
institutions with an acceptable estimated level are used as depositories.
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NOTE D: ACCOUNTS RECEIVABLE

SEWER UTILITIES

Sewer usage fees due from customers are categorized as follows:

Current % 75,080
30-80 days 6,995
Over 80 days 708
TOTAL SEWER FUND $ 82787

No allowance for doubtful accounts is required since delinquent accounts are added
annually fo the tax roils and becomes liens on the property. ‘

The special assessment receivable at March 31, 2006 was $120,816.

AMBULANCE COLLECTIONS

The amount of outstanding ambulance collections due from patients at March 31,
2006 is as follows:

Accounts receivable $ 24 686
Allowance for doubtful accounts (7.023)
Net accounts receivable $ 17,663

Management has estimated 72% of total outstanding receivables to te collectibie,
based on historical collectibility data.
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NOTE E: CAPITAL ASSETS

Capital asset activities of the Township’s activities were as follows:

Balance Balance
Governmental Activities April 1, 2005 Additions Disposals March 31, 2006

Capital assets not being
depreciated - Land $§ 93964 3 - $ - 3 93,964

Capital assets being
depreciated:

Land improvements - 9,500 - 8,500
Buiidings 240,422 - - 240,422
Equipment 742,126 5,753 - 747,879
Furniture & fixtures - 3,093 - 3,093
Subtotal 982,548 18,346 - 1,000,894
Accumulated depreciaticn:
Land improvemeants - 119 - 119
Buildings 90,202 6,035 - _ 96,237
Equipment 206,703 47,091 - 253,794
Furniture & fixtures - 120 - 120
Subtotal 296,905 53,365 - 350,270
Net capital assets being
depreciated 685,643 (35,019) - 650,624
Net capital assets § 779,607 § (35,019) § - 3 744 588
Balance Balance

Business-type activities April 1,2005 Additions Disposals March 31, 2006

Capital assets being

depreciated:
Sewer system $ 7,361,638 5 - % - $ 7,361,638
Equipment 210928 - - 210,928
Subtotal 7,572,566 - - 7,572,566

Accumuiated depreciation:

Sewer systemn & equipment 2,477,588 109,801 - 2,587,389
Net capital assets being
depreciated 5094978 (109,801) - 4,985177
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NOTE E: CAPITAL ASSETS (CONTINUED)

Depreciation expense was charged to functions of the Township as follows:

Governmental Activities Business-Type Activities
General Government ¥ 8299 Sewer Utilities $ 109.801
Fire/Ambulance 45 066

Total $ 53365

NOTE F: CONTINGENCIES

INSURANCE

- The Township is exposed to various risks of losses related to torts; theft of, damage
to, and destruction of assets; error and omission; injuries to empioyees; and natural
disasters.

The Township participates in the Michigan Tewnship Participating plan, a self insured
group. The pool is considered a public entity risk pool. The Township pays annual
premiums to the poal for the respective insurance coverage. In the event a pool's
total claims and expenses for a policy year exceed the total normal annual premiums
for said years, all members of the pool's policy year may be subject to special
assessment to make up the deficiency. The pool maintains reinsurance for claims for
each occurrence with the overall maximum coverage varying depending on the
specific type of coverage of reinsurance. The Township has not been informed of
any special assessments being required. There were no significant changes in
coverage.

23



REQUIRED SUPPLEMENTAL INFORMATION




lavenue
Property tax revenue
State shared revenue
Licenses and permits
Charges for services
Interest
Other

Total revenue

xpenditures
Township Board:

Salares
Fringe benefits
Supplies
Professional services
Printing & puklishing
Insurance & bonds
Miscellaneous

Total township board
Township Supervisor:
Salaries

Supplies/travel/training

Total superviscr

Election Board

Township Assessor:
Salaries
Office supplies & equipment
Tax roll preparation
Miscellaneous

Total assessor

TOWNSHIP OF MARKEY
STATEMENT OF REVENUE, EXPENDITURES, AND CHANGES IN FUND BALANCE
BUDGET AND ACTUAL
GENERAL FUND
YEAR ENDED MARCH 31, 2006
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Variance

Final From Final

Original Amended Amended

Budget Budget Actual Budget

120,475  § 120,475 § 118,777 §  (1,698)
173,000 173,000 173,348 348
54,000 54,000 54,546 (5486)
26,800 26,800 26,031 (769)
5,5C0 5,500 15,875 10,375
8,450 9,450 18,871 8,421
389,225 388,225 4C7,448 18,223
7,590 7,590 7,590 -
64,900 64,900 58,399 6,501
8,800 8,800 7,380 2,420
4,000 4,000 2,175 1,825
2,500 2,500 2,204 296
12,000 12,000 11,230 77C
5,500 8,800 7,136 2,764
106,290 110,690 56,114 14,576
17,242 17,242 17,242 -
1,400 1,400 1,232 168
18,642 18,642 18,474 168
2,600 2,600 1,214 1,386
28,119 28,119 27,408 711
1,600 1,600 564 1,036
11,400 11,400 10,887 513
1,400 1,400 795 605
42,519 42,519 39,654 2,865



TOWNSHIP OF MARKEY

STATEMENT OF REVENUE, EXPENDITURES, AND CHANGES IN FUND BALANCE

BUDGET AND ACTUAL
GENERAL FUND

YEAR ENDED MARCH 31, 2006

Township Clerk:
Salaries
Supplies/training/travel

Total clerk

Board of review

Township Treasurer:
Salaries
Suppiies/travel/training

Total treasurer

Township Hall and Grounds:
Sailaries
Operating supplies
Dues & memberships
Utilities
Mileage
Street lights
Repair and maintenance
Equipment
Professionai services

Total township hall and grounds

Zoning

Planning Commissicn:
Salaries
Miscellaneous

Total planning commission

Variance
Finai From Final
Original Amended Amended
Budget Budget Actual Budget
30,168 30,168 29,561 607
1,800 1,800 1,580 220
31,968 31,968 31,141 827
1,500 1,500 1,18% 311
25,667 25,667 25,801 (134)
2,050 2,150 2,149 1
27,717 27,817 27,950 (133)
15,000 17,000 17,071 (71)
3,000 3,000 3,666 (666)
2,000 2,000 1,852 48
5,200 5,200 5,191 e
1,400 1,400 1,551 (151)
14,000 14,000 11,743 2,257
24,600 24,600 9,666 14,934
10,000 10,000 20,194 (10,194}
9,000 8,000 5,170 3,830
84,200 86,200 76,204 8,996
4,830 5,830 4,630 1,200
6,200 6,200 6,271 (71)
5,800 5,800 1,757 4,043
12,000 12,000 8,028 3,972
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Variance
Final From Final
Original Amended Amended
Budget Budget Actual Budget
Land Use:
Salaries 1C,400 10,400 10,524 (124)
Professional services - 1,000 3,548 (2,548)
Suppiies/travel/training 800 1,000 1,423 (423)
Total land use 11,300 12,400 15,495 (3,095)
Houghton Lake Building Agency 54,000 54,000 54,546 (5486)
otal expenditures 397,566 406,166 374,639 31,527
xcess (deficiency) of revenues over
expenditures (8,341) (16,541) 32,809 48,75G
Jnd Balance - Beginning of Year 425 382 425382 425 382 -
Ind Baiance - End of Year 3 363,641 355,041 458,191 3 103,150
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BUDGET AND ACTUAL
FIRE/AMBULANCE FUND
YEAR ENDED MARCH 31, 2006

Variance
Finai From Finai
Originaf Amended Amended
Budget Budget Actual Budget
Revenusa '
Froperty tax revenue $ 312,000 $ 312,000 3§ 318,843 § 6,843
Chargés for services 70,000 70,000 84,563 24,563
Interest 3,500 3,500 10,347 6,847
Other 1,820 1,920 762 {1,158)
Total revenue 387,420 387,420 424 515 37,095
Expenditures
Wages and fringe benefits 141,000 141,000 128,742 12,258
Supplies and small equipment 20,000 20,000 25,163 (5,163)
Repair and maintenance 44 000 44 000 20,023 23,977
Contractual services 53,500 53,500 48,088 5412
Utilities 9,800 2,800 11,625 (1,825)
Insurance 23,000 23,000 19,564 3,436
Fuelitravel 4,500 4,500 4130 370
Education and training 8,000 8,000 5,872 2,028
Capital outlay 40,000 40,000 - 40,000
Miscellaneous 5,140 5,140 3,163 1,977
Total expenditures 348,940 348,940 266,470 82,470
Excess of revenues over expenditures 38,480 38,480 158,045 119,565
Fund Balance - Beginning of Year 423,489 423,489 423,489 -
Fund Balance - End of Year S 461869 3 461969 $ 581,534 3 119,565
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BUDGET AND ACTUAL '
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- Variance
Final From Finali
Originai Amended Amended
Budget Budget Actual Budget
Revenue
Property tax revenue $ 101408 § 101,408 $ 106,093 $ 4,685
interest - 800 - 500 2,745 2,245
Other 13,300 13,300 - (13,300)
Total revenue 115,208 115,208 108,838 (6,370)
Expenditures
Road construction and repairs 120,852 120,552 80,669 25,883
Road signs and other 5,650 5,650 1,437 4,213
Total expenditures 126,202 126,202 92,106 34,096
Excess (deficiency) of revenues over
expenditures (10,994) (10,594} 16,732 27,726
Fund Baiance - Beginning of Year 146,230 146,230 146,230 -
Fund Balance - End of Year $ 135236 $§ 135236 $ 162962 § 27,726
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BUDGET AND ACTUAL
TRASH FUND
YEAR ENGED MARCH 31, 2006

Variance
Finai From Finai
Original Amended Amended
Budget Budget Actual Budget
Revernue
Property tax revenue $ 121,000 $ 121,000 $ 145800 S 24,800
Interest 1,8G0 1,800 4,083 2,293
Totai revenue 122,800 122,800 149,893 27,093
Expenditures
Contract charges 135,000 135,000 139,066 (4,066)
Miscellaneous 2,650 2,650 1,694 956
Total expenditures 137,650 137,650 140,760 (3,110)
Excess (deficiency) of revenues over
expenditures (14,850) (14,850) 9,133 23,983
Fund Balance - Beginning of Year 181,732 181,732 181,732 -
Fund Balance - End of Year $ 166,882 3 166,882 $ 190,865 $ 23,983
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